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IBRD Loans to Italy and Thailand 


Loan to Italy 


The World Bank on October 11 made a loan equiva- 
lent to $74,628,000 to the Cassa per il Mezzogiorno for 
the agricultural and industrial development of Southern 
Italy. The Cassa per il Mezzogiorno is the governmental 
agency established in 1950 to administer a 12-year 
program for the development of Southern Italy. The 
program will cost the equivalent of $2 billion. After six 
years of existence, the Cassa has reached the halfway 
mark, and has approved projects that will absorb rather 
more than half its resources. 

Of the Bank’s loan, $25,200,000 has been allocated to 
electric power projects on the mainland and in Sicily, 
$25,465,000 to irrigation and technical services in Sar- 
dinia, and $23,963,000 to ten industrial projects on the 
mainland, in Sicily, and in Sardinia. This is the first time 
that projects in Sardinia have been included in the Bank’s 
lending in Italy. The loan is for 20 years and bears 
interest of 5 per cent, including the 1 per cent commission 
charged by the Bank. It is guaranteed by the Republic 
of Italy. The Bank of America is participating in the 
loan, without the World Bank’s guarantee, to the extent 
of $500,000 of the first maturity which falls due Septem- 
ber 1, 1959. 

The Bank has now lent a total of nearly $165 million 
for Italy’s program to raise the standard of living in the 


area comprising the Italian mainland south of Rome and 


Europe 
U.K. Economic Position 


The U.K. Chancellor of the Exchequer, speaking at the 
Mansion House on October 9, reported that the United 
Kingdom had a current account surplus of £144 million 
for the first half of 1956. Reviewing the economic posi- 
tion, he said that he is still engaged in securing the 
Although 


the Suez crisis has involved extra expenditure, the rev- 


economies promised in his budget speech. 


enue and expenditure returns have given no reason to 
fear that the broad structure will not be maintained. 
Over the past year and more, bank credit has been con- 
stricted rapidly and substantially; personal consumption 
has been running very little above last year’s level; the 
business community has become a little more cautious: 


the rate of increase of profits has fallen off: retail prices 


the islands of Sicily and Sardinia. Previous loans of 
$10 million each were made in 1951 and 1953 and one 


of $70 million in 1955. 
Loan to Thailand 


On October 12, the World Bank made a loan of $3.4 
million to the Port Authority of Thailand to finance the 
purchase of three dredges and auxiliary equipment, to 
be operated in the channel leading to the Port of Bangkok 
and in the harbor. The First National City Bank of New 
York is participating in the loan, without the World 
Bank’s guarantee, to the extent of $184,000 representing 
the first two maturities falling due August 1958 and 
February 1959. This is the second loan made by the 
Bank for the development of the Port of Bangkok. 

The Bank’s loan is for a term of 15 years and bears 
interest of 4%4 per cent including the 1 per cent com- 
mission charged by the Bank. The loan is guaranteed 
by the Kingdom of Thailand. 

The Bank has now made five loans totaling $40.8 mil- 
lion in Thailand. In addition to $7.8 million for the Port 
of Bangkok, $15 million has been lent for rehabilitation 
of the railroads and $18 million for the irrigation of the 


Central Plain. 


Sources: International Bank for Reconstruction and De- 
velopment, Press Releases, Washington, D.C., 


October 11 and 12, 1956. 


in August were a little lower than in April, and the 
Chancellor sees no reason why they should rise more 
than a point or two in the next few months. In short, he 
is convinced that the boom has been slowing down since 
his budget speech. 

The improvement in the balance of payments resulted 
from the combined effect of a restriction on imports, an 
expansion in exports, an improvement in invisible trans- 
actions, and a favorable turn in the terms of trade. But 
the first half of the year is seasonally the best. The halt 
in the growth of imports was due partly to a reduction 
in stocks and a slackening in industrial production. When 
output rises again, imports also will rise. Moreover, apart 
from the pressure on sterling in continental centers early 
last month, it is still too early to know what impression 
the Suez crisis will eventually make on the country’s 


payments position. 
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It is important to have an even larger payments surplus. 
Great developments are afoot in the sterling area and 
these plans need adequate resources. Several sterling 
countries. especially those such as Malaya and the Gold 
Coast. which will shortly be given their independence, 
may want to run down their sterling reserves. 

The Governor of the Bank of England, speaking on 
the same occasion, said that monetary policy has been 
increasingly effective. Since the turn of the year, more 
positive effects of the credit squeeze have been seen. The 
economy is still overstrained. but less so than some 
months ago. Nevertheless, he emphasized that it would 
be a mistake to expect bank credit to be used as a long- 
term method for offsetting inflationary forces. An indefi- 
nite period of severe credit restriction will not only starve 
the economy but, by preventing free competition among 
the banks, might injure their efficiency and their services 
to the public. 


Source: The Times, London, England, October 10, 1956. 


U.K. Balance of Payments 


The U.K. current account surplus of £144 million for 
the first half of 1956 compares with a surplus of £18 
million for the first half of 1955 and a deficit of £107 
million for the second half. The improvement was due 
mainly to an increase in export earnings, to an estimated 
£1.695 million. which was £168 million above earnings 
in the first half of 1955. By contrast, imports rose by 
only £36 million. 

The most significant feature of the increased export 
earnings is that they were achieved in dollar countries. 
to a large extent: exports (including re-exports) to the 
dollar area totaled £305 million in the first half of this 
year, compared with £233 million in the same period of 
last year. Imports from the dollar area, at £354 million, 
were actually £3 million less than a year ago. 

Net earnings from shipping transactions with all areas 
recovered from last year’s decline; oil receipts, in spite 
of a continued high level of payments, continued to grow, 
bringing the net oil credit back to the level of 1953 and 
1954; and dollar earnings from offshore sales and from 
forces also 


the expenditure of U.S. and Canadian 


expanded. The invisible surplus for the first half of 
1956 was £172 million. 

With the non-sterling area as a whole. there was a 
current account surplus of £31 million in the first half 
of this year, in contrast to a deficit of £94 million in the 
first six months of 1955. The U.K. surplus with the rest 
of the sterling area, at £113 million, was almost un- 
changed from a year ago; and the surplus of the rest 
of the sterling area with the non-sterling area rose by 
£3 million, to £104 million. 

The trend of substantial reductions in sterling holdings 


of non-sterling countries continued. These reductions 
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in the first half of 1956, amounting to £44 million, were 
largely responsible for the fact that the sterling area 
surplus of £135 million much exceeded the rise of £95 
million in the reserves. 

There was a further sharp decline in U.K. long-term 
investment in the overseas sterling area, resulting mainly 
from the credit squeeze in the United Kingdom, which 
makes it difficult and expensive for loans to be raised in 
London. It is estimated that investment in the rest of the 
sterling area during the first half of 1956 amounted to 
£25 million, compared with £100 million in the entire 
year 1955 and £175 million in 1954. 

Sources: The Times and The Financial Times, London, 
England, October 11, 1956. 


French Government Loan 


Subscriptions to the special French Government loan 
(see this News Survey, Vol. IX, p. 82), which were 
opened on September 10 and closed on October 3, ex- 
ceeded expectations, F 320 billion (US$914 million) 
being received. As a result, the tax increases voted for 
1956, but which were to take effect only if the minimum 
goal of F 150 billion was not reached, will not come into 
force, and the liquidity position of the Treasury during 


the remainder of 1956 will be eased considerably. 


Source: Le Monde, Paris, France, October 10, 1956. 


Netherlands Government Budget 
Netherlands budget proposals for 1957, together with 


revised budget estimates for 1956 and recent data on the 
cash receipts and expenditures of the Government, were 
presented to Parliament on September 18. Total expend- 
iture, including prospective defense spending under 
appropriations for previous years and expenditure on 
projects still awaiting parliamentary approval, is budg- 
eted at f. 7.526 million for 1957. 
a revised budget estimate, also including the spending of 
7,580 million for 1956. War and 


flood damage compensation payments will be lower than 


This compares with 
defense arrears. of f. 


in 1956, but debt service, salaries, and pensions, as well 
as expenditure for education and public works, will be 
higher. The introduction of a comprehensive old-age 
insurance scheme for the whole population will reduce 
current governmental old-age grants, but will require an 
appropriation of f. 230 million in 1957 to start the Old 
Ave Pension Fund. 

Tax revenue for 1957 is budgeted at f. 6,081 million; 
the estimate for tax revenue in 1956 is f. 5,812 million. 
It is assumed that business activity will continue high in 
1957 and that the expected increase in the level of con- 
trolled rents and the introduction of the Old Age Insur- 
ance Scheme will be accompanied by a rise in wages. 
It is furthermore assumed that tax rates will remain 
unchanged from the previous years, except that excise 


taxes on textiles and sugar. which were temporarily 





INTERNATIONAL FINANCIAL NEWS SurvVEY, October 19, 1956 


suspended in September 1955, will be restored, although 
at a lower rate for textiles. 

Given a reduction in estimated other budgetary means, 
from f. 908 million for 1956 to f. 659 million for 1957, 
the 1957 budget shows an over-all deficit of f. 786 mil- 
lion, compared with f. 860 million for 1956. 

In its general introductory remarks, the Government 
states that its budget should be such as to help ease the 
pressure on resources in the Netherlands economy, which 
at present experiences overemployment and an increasing 
balance of payments deficit on current account. A 
budget deficit constitutes a call on national savings, 
which under present circumstances are urgently needed 
for other purposes. Private investment must be adequate 
to assure a further expansion of production; home build- 
ing and investment by lower public authorities for educa- 
tion and other purposes are essential; and the country 
should again attain a balance of payments surplus on 
current account. The last is necessary for the further 
retirement of foreign debt, the maintenance of private 
capital exports, economic aid to overseas territories, and 
further accumulation of exchange reserves, which in the 
opinion of the Government are still inadequate to assure 
the maintenance of employment in a depression. In the 
light of these considerations, the Government considers 
that the draft budget for 1957 is “not quite satisfac- 
tory.” 

Data on the “cash budget” (i.e., actual cash expendi- 
ture and revenue of the Treasury, exclusive of debt 
operation) for the first half of 1950 show a reduction in 
the deficit when compared with the corresponding period 
of 1955 (f. 150 million against f. 207 million) but also 
a substantial deterioration in the liquidity position of 
the Treasury. In the earlier period, the Treasury was 
able to raise a net amount of f. 446 million in long-term 
loans in the capital market and to add f. 143 million to 
its cash balances while retiring f. 230 million of foreign 
debt. In the first half of 1956, the Treasury's net call on 
the capital market was only f. 196 million, the Treasury’s 
cash balances were reduced by f. 355 million, and repay- 
ment of foreign debt was limited to contractual obliga- 
tions. Net placement of short-term Treasury paper in the 
first half of 1956 was only f. 1 million (f. 67 million in 
the corresponding period), representing net retirement 
of paper of some f. 220 million in the hands of banks 
and the public offset by sales of Treasury paper to the 
central bank for about the same amount. 


Source: Miljoenennota 1957 (Government Memoran- 
dum of the 1957 Budget), The Hague, Nether- 


lands, 1956. 


Economic Developments in Denmark 


Denmark's Prime Minister opened the new session of 


Parliament with a general policy declaration in which 


he stated that the country’s net foreign exchange position 
had improved by about DKr 150 million during the past 
year and that the foreign exchange assets are now about 
DKr 750 million. The building of homes has increased 
slightly while other building activity has been reduced 
somewhat. Employment has improved, but unemploy- 
ment, particularly among unskilled workers, gives rea- 
son for concern. The Administration is approving appli- 
cations for private building activity, and various other 
measures will be taken to reduce unemployment in the 
building and construction industries during the winter. 

The Prime Minister stated that prices in Denmark con- 
tinued to rise as prices rose abroad, and that it is the 
intention of the Government to maintain and, if possible, 
to increase the surplus on the current and investment 
budget in order to finance the increase in expenditures 


resulting from the newly passed bill on general pensions. 


Politiken (W eekly Overseas Edition). Copen- 
hagen, Denmark, September 30-October 6, 1956. 


Source: 


Norwegian Economic Policies 


The increase in the milk subsidies in Norway, which 
was announced by the Government this fall when the 
retail price of milk was lowered by 12 per cent (see this 


Vews Survey, Vol. 1X, p. 57), will be covered by a reduc- 


tion of NKr 32.7 million (US$4.6 million) in other gov- 


ernment expenditures, principally military expenditures. 

The Government has also issued a statement covering 
new policies in other fields. An extension of import 
liberalization beyond that already announced (see this 
Vews Survey, Vol. IX, p. 118) is being studied. The 
abolition of import restrictions is considered an impor- 
tant condition for effective price competition between 
Norwegian and foreign products. The Government be- 
lieves that, with the present income level, there is no 
reason for maintaining the present amount of subsidies 
on housing. The interest rate charged for loans granted 
by the state housing banks will be increased from the 
present rate of 2! per cent. The Government is of the 
opinion that the activity of the state banks will have to 
be reduced further in 1957, but it has not decided in 
which sectors the cut will be made. The Government 
stresses that a change in the present official discount 
rate is not desirable and that it will try to prevent an 


increase in other interest rates. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, October 9, 1956. 


Relaxation of Italian Exchange Restrictions 


In accordance with a recent ministerial decree, the 
import into and export from Italy of merchandise not 


exceeding Lit 250,000 (US$400) in value no longer 
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require authorization. Also, the payments corresponding 


' th 
to the 


import or export are now completely free of 


license. 

Imports of timber containing sap and sawdust from 
neighboring countries and of livestock from all countries, 
and exports of fruit, vegetables, rabbits, poultry, and 


game. no longer require bank visas. 


Ziircher Ziirich, 
October 9, 1956. 


Source: Neue Zeitung, Switzerland, 


West German Credit Policy 


The latest monthly report of the Bank deutscher Lander 
emphasizes that the recent lowering of the official German 
discount rate from 5!» per cent to 5 per cent musi not be 
interpreted as a fundamental change in credit policy; the 
report considers it to be the logical consequence of the 
recent easing of the tensions that had been in evidence 
in the market since last spring. But while market condi- 
tions have eased in some sectors, particularly in the 
investment industry. other branches of the economy— 
such as the consumer goods industry—have shown con- 


siderable expansive tendencies. 


In the investment sector, deliveries of rolling mill 
products have exceeded the current flow of domestic 
orders for the past few months. In the machine building 
industry. an unusually low level of new orders can be 
explained by falling rates of orders for machinery fot 
agriculture and the building trade. Building projects 
approved in the first seven months of this year were 
22.000 units—or © per cent—less than in the correspond- 
ing period of last year. Also, the total of mortgages 
granted by various German credit and savings institu- 
tions in the first eight months of 1956 amounted to only 
DM 1.56 billion, compared with a total of DM 2.52 
1955. On the other 


orders received by the consumer goods industry in the 


billion in January-August hand, 
first half of this year were 12 per cent greater than orders 
received in the corresponding period of 1955, and they 


are expected to increase further before the end of the year. 


In view of such disparities. the Bank warns that it 
may have to tighten its restrictive policy again if devel- 
opments make such a step necessary. A further substan- 
tial rise in wages. an increase in private consumption, 
and the unfavorable development of savings are men- 


ioned as matters of particular concern: the disparity 


vetween the upward movement of wages and gains in 
productivity, the report points out, is becoming more 
and more marked. In this connection, the Bank also 
expresses its concern with regard to the reduction of the 
official workweek from 148 hours to 45 hours, with full 


wage compensations; these agreements, covering 3.2 
million workers and employees, will enter into force by 


the end of 1956 at the latest. The Bank estimates, how- 
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ever, that a total of 8 million persons will be covered 

by such agreements in the near future. 

Source: Bank deutscher Lander, Monatsberichte, Frank- 
furt am Main, Germany, September 1956. 


Middle East 


Egypt's Use of IMF Resources 


In September, the Egyptian Government purchased 
Canadian dollars equivalent to US$15 million from the 
International Monetary Fund with Egyptian pounds. 
This is the second purchase by Egypt from the Fund and 
amounts to 25 per cent of Egypt’s quota. In 1949, US$3 
million was purchased against Egyptian pounds; the 
repurchase was made in 1950, at which time the Fund’s 
holdings of Egyptian pounds were reduced to 75 per cent 
of Egypt's quota. 

Sources: Al Ahram, Cairo, Egypt, September 26 and 30, 
1956. 


Exchange Control in Egypt 


\ recent exchange control circular advises Egyptian 
banks that inward transfers of currency in the future 
can be accepted only in U.S. or Canadian dollars, free 
Swiss francs, or other currencies approved by the Ex- 
change Control Board. In the future, Sweden, Norway, 
and Denmark must pay Egyptian debts either in their 
own currencies or in U.S. dollars, Canadian dollars, or 
Swiss francs. Hitherto, most of the Scandinavian trade 
with Egypt has been financed in sterling. It is under- 
stood that payments in Indian rupees and some other 
currencies will be approved. At present, payments in 
sterling from any country are automatically blocked. 
(he same circular states that payments for imports from 
the United States, under existing import licenses, can be 
paid for in future only with U.S. dollars now under 
temporary control of the U.S. Treasury. 


Egyptian imports during August 1956 amounted to 


nearly LE 20 million, about 25 per cent above last year’s 
monthly average. In the eight months through August 
of this year, total imports amounted to LE 141 million 
and exports were LE 109 million. The deficit of approxi- 
mately LE 32 million compares with a deficit of nearly 


LE 45 million for the whole of 1955. 
Sources: Ministry of Finance and Economy, Circular, 


Cairo, Egypt. September 25, 1956: The Times, 


London, England, September 28, 1956. 


Bank Activities in Lebanon 


The Agricultural, Industrial, and Real Estate Bank 
Crédit 


in Lebanon borrowed LL 10 million in 1956 


Banque de Industriel et Foncier 


(BCAIF) 


Agricole, 
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from the Bank of Syria and Lebanon (BSL), the maxi- 
mum amount that it is authorized to borrow from BSL in 
any one year (see this News Survey, Vol. VII, p. 45). An 
additional advance during the year of LL 3 million from 
the BSL was especially authorized by the Government 
for agricultural credit. 


From the beginning of operations on June 1, 1955 to 
the end of August 1956, the loans made and actually paid 
by the BCAIF amounted to LL 13.6 million, distributed 
among the three departments of the Bank as follows: 
Agriculture, LL 6.8 million; Industry, LL 4.5 million; 
and Real Estate, LL 2.3 million. Of the total agricul- 
tural loans, LL 5.9 million represented medium-term 
loans; these loans are generally for eight years and in 
amounts not exceeding LL 30,000 per loan. Of total 
industrial loans, LL 2.6 million were medium-term and 
LL 1.9 million long-term. Of the loans granted for 


real estate, LL 1.9 million were long-term. 


Source: Le Commerce du Levant, Beirut, Lebanon, Sep- 


tember 26, 1956. 


Far East 


Reorganization of Indian States 


As from November 1, India will consist of 14 states, 
in accordance with the provisions of the States Reorgan- 
ization Act and the Bihar and West Bengal (transfer of 
territories) Act. In addition, there will be six centrally 
Nik obar 


Islands, Delhi, Himachal Pradesh, Laccadive and Amin- 


administered territories, viz.. Andaman and 
dive Islands, Manipur, and Tripura. The institution of 
Rajpramukhs, and also the classification of states as 
\, B, and C, will be abolished. The area and population 
of the 14 states are given in the accompanying table. 
(The figures relating to Bihar and West Bengal are 
approximate. ) 
States 

Andhra Pradesh 
Assam 

Bihar 


Bombay 


Area in Sq. Miles Population in Millions 
110,250 32.2 
84,924 9.0 
67,830 38.93 
188,240 17.8 
92,780 4.4 
14,980 13.6 
171,200 26.1] 
50,170 30.0 
72,730 19.0 
60,140 14.6 
16,616 16.0 
132,300 16.0 
113,410 63.2 
33,279 26.16 


Jammu and Kashmir 
Kerala 

Madhya Pradesh 
Madras 

My sore 

Orissa 

Punjab 

Rajasthan 

Uttar Pradesh 

West Bengal 


Source: The Hindu, Madras, India, September 21, 1956, 


Reduction of Burma's Rice Surplus 


Burma expects to export about 1.9 million long tons 
of milled rice in 1956, the largest amount for any post- 
war year. Trade sources indicate that all exportable rice 
has been sold and that further sales cannot be made 
until the new crop becomes available. There is every 
indication that the rice acreage planted this season is at 
least as large as that planted last year. Additional credit 
was extended to farmers, and so far the weather has 
been generally favorable for rice production. 

Preliminary estimates of milled rice exports in the 
first half of 1956 exceed 900,000 long tons. The monsoon 
arrived very early in May, reducing rice exports from 
Rangoon and other ports. 


Japan, Indonesia, Malaya, and Ceylon took approxi- 


mately 28. 


18, 11, and 9 per cent, respectively, of esti- 


About 


12 per cent was exported to the U.S.S.R. and countries 


mated exports during the January-June period. 


of the Soviet area; and substantial quantities were deliv- 
ered to the Ryukyu Islands, Belgium, the Netherlands, 


Near Eastern countries, and Vietminh. 


Source: Department of Agriculture, Foreign Crops and 


Varkets, Washington. D.C., October 1, 1956. 


More Thai Industries Eligible for Promotion 


The Thai Cabinet has agreed to designate the manu- 
facturing of alum, glass, pressed sawdust, and automo- 
bile batteries as eligible for promotion under the Indus- 
trial Promotion Act. These additions raise to 19 the 
number of Thai industries selected for promotion. (See 


also this Vews Survey, Vol. VIII, p. 401.) 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., October 8. 1956. 


Financial and Commercial Transfers from Cambodia 


Regulations governing financial and commercial trans- 
fers of exchange were announced by the Minister of 
Finance of Cambodia on July 23, 1956 (decision No. 
1-DF/D). The transfer of up to 30 per cent of savings is 
permitted for foreigners whose families reside in Cam- 
bodia and for bachelors, and of up to 50 per cent for 
foreigners whose families live abroad, and within a 
monthly limit of 200,000 francs or the equivalent in other 
foreign currencies for foreigners other than Frenchmen. 
lransfers are prohibited for foreigners earning less than 
9,000 riels a month when they live in Phném-Penh, and 
3.500 riels 


less than a month when they live in the 


provinces, 
The transfer of up to 40 per cent of the bonuses earned 
in 1955 is permitted for the staffs of all enterprises ex: ept 


those of plantations, who are allowed to transfer up to 
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80 per cent of their bonuses. Such transfers may be 
made in two equal installments, but the second install- 
ment should be made during the fourth quarter of 1956. 

Foreign landlords residing in Phnom-Penh may trans- 
fer up to 30 per cent of the taxable portion of rent 
received if the rent exceeds 5,000 riels; for landlords liv- 
ing in the provinces, the rent figure specified is 3,500 
riels. For rents below these figures no transfer is author- 
ized if the landlord has no other resources. Foreign 
landlords residing abroad may transfer up to 20 per cent 
of the taxable portion of rent income. 

Foreign professional people may transfer monthly be- 
tween 10 and 30 per cent of the taxable portion of their 
income earned in Cambodia. 

Foreigners leaving Cambodia temporarily are author- 
ized to transfer 100,000 francs when they leave, and to 
transfer monthly their leave salary up to 200,000 francs; 
those leaving Cambodia permanently are authorized to 
transfer a maximum of 300,000 francs when they leave 
and to make monthly transfers up to a total amount of 
200.000 francs. 

No transfers arising from the sale of immobile or 
mobile properties are authorized for transactions between 
foreigners. In regard to sales between foreigners and 
Cambodian nationals, foreigners leaving Cambodia per- 
manently may transfer from 10 to 20 per cent of the 
assets liquidated provided they send to the National 
Exchange Office a statement to the effect that they are 
leaving Cambodia definitively. In addition, the National 
Exchange Office may authorize annual transfers of from 
10 to 20 per cent of the remainder, with the possibility 
of increasing this percentage when the transfer involves 
small sums. Foreigners remaining in Cambodia may 
not transfer the proceeds of such sales. 

Transfers involving profits realized before 1955 (1954 
operations) may be refused if the firms have already 
transferred their profits, if it is impossible to check on 
their requests owing to lack of documents, or if such 
profits may be reinvested in Cambodia. A preliminary 
transfer of 20 per cent of the profits realized in 1955 is 
authorized for plantations, and of 10 per cent of the 
profits of other types of enterprise. The definitive per- 
centage will be calculated during the second half of 1956 
in the light of the magnitude of the requests and of Cam- 
bodia’s foreign exchange resources. 

Contributions to the overhead costs of main offices 
and the maintenance costs of research or sales organiza- 
tions may be paid out of the transferred profits. 

The provisions for the monthly transfers by foreigners 
leaving Cambodia permanently apply also to the transfer 
of bank accounts belonging to individuals residing 
abroad. 

Source: Banque Nationale du Cambodge, Bulletin Men- 
suel, Phom-Penh, Cambodia, August 1956, 


United States and Canada 


U.S. Domestic Investment 


The value of new construction in the United States in 
September was $4.27 billion, only slightly below the 
August high figure of $4.28 billion. The total for the 
third quarter was $12.8 billion, compared with a total 
of $11.1 billion for the second quarter. After adjustment 
for seasonal factors, new construction in the third quar- 
ter this year was at an annual rate of $44.5 billion, com- 
pared with actual outlays of $43 billion last year. 

Expenditures on new plant and equipment by U.S. 
businesses are expected to increase to a seasonally ad- 
justed annual rate of $36 billion in the third quarter 
and $38 billion in the fourth, compared with a $34.5 
billion rate in the second quarter of this year. If real- 
ized, these plans will mark the seventh successive quarter 
of substantial increase in business investment. The 
anticipated rate of investment would bring expenditures 
for the full year 1956 to a total of just over $35 billion, 
which would be 23 per cent higher than expenditure 
during 1955. Part of the rise, however, is accounted for 
by higher prices for capital goods in the second quarter 
of 1956—up almost 5 per cent from the 1955 average. 
[he strength of the investment demand is evident from 
the programs elaborated this summer, as well as from 
this year’s rise in unfilled orders for machinery and the 
continued upward movement in capital goods prices. 

Ageregate investment is expected to rise by $3.5 bil- 
lion, at seasonally adjusted annual rates, between the 
second and the fourth quarter 1956. Of this total, $2.2 
billion represents increased expenditure in the manufac- 


$1.2 billion in the durable goods sec- 


turing industries g 


tor and $1.0 billion in the nondurable goods group. 

Among the durable goods manufacturing firms, the 
plans of iron and steel and nonferrous metals producers 
are showing larger relative gains this year than they 
did in 1955. The prospective increases from the second 
to the fourth quarter this year are especially sharp in 
electrical machinery and in transportation equipment, 
exclusive of motor vehicles. In the nondurable goods 
industries, planned investment is heaviest in chemical, 
petroleum, rubber, and paper; little change is indicated 
for the food and beverage industries, while a small 
decline is expected in expenditures by the textile in- 
dustries. 

In the nonmanufacturing group, investment by rail- 
roads is expected to increase from $1.2 billion to $1.5 
billion, seasonally adjusted annual rate, between the sec- 
ond and the fourth quarter. Public utilities expect to 
increase their annual rate of capital expenditure by $0.7 
billion during the same period, which would raise the 
annual rate for the fourth quarter to $5.31 billion, the 
highest on record for the public utilities. 
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The steel strike does not seem to have had a noticeable 
effect on investment plans, since the present 1956 pro- 
grams differ only slightly from the estimates made earlier 
this year. Companies in durable goods manufacturing 
made practically no change in their original plans of a 
12 per cent increase, while firms in nondurable goods 
manufacturing now show an advance of 25 per cent, a 
little higher than their earlier estimate. However, there 
have been some offsetting changes within the two broad 
groups; investment by iron and steel companies and auto 
manufacturers is down slightly, while major durable 
goods industries other than nonferrous metals have 
expanded their plans for capital expenditures. Petroleum 
refiners, whose investment plans are the largest among 
the nondurables, have changed only slightly their earlier 
plans for an increase of just under 20 per cent. Mining 
companies are now planning an increase of about 30 
per cent over 1955 instead of the 20 per cent increase 
predicted earlier. Railroad investment is still expected 
to increase by about 40 per cent over 1955, while other 


transportation and public utilities are expected to keep 


to their earlier forecasts of increases of 12 per cent and 


16 per cent, respectively, over 1955. 


Source: Department of Commerce, Survey of Current 
Business, Washington, D.C.. September 1956. 


U.S. Family Income 


The average (median) family income in the United 
States in 1955 is estimated at $4,400, or about 6 per cent 
more than the 1954 figure of about $4.170. The increase 
probably represents a significant rise in real income per 
family, since the consumer price index was fairly stable 
during the year. The proportion of families with incomes 
under $2.000 declined from 20 per cent of the total in 
1954 to 17 per cent in 1955, while the proportion of all 
families receiving incomes of $5,000 or more rose from 
37 per cent in 1954 to 41 per cent in 1955. The propor 
tion of families in the $2.000-5.000 bracket declined from 
13 per cent to 41 per cent. 

The average income of nonfarm families increased by 
about 7 per cent in 1955, largely because of wage rate 
increases and greater regularity of employment among 
nonagricultural workers. The average income of farm 
families in 1955 remained about the same as in 1954, 
despite the drop in farm prices. This stability was due 
to increased earnings from nonfarm work, since a large 
proportion of the farm population derives at least part 


of its income from employment outside the farm. 
Source: Bureau of the Census. Current Population Re- 

ports, Washington. D.C., September 1956. 
Canadian Credit Developments 


The Bank of Canada has held discussions with repre- 


sentatives of the major sales financing corporations with 


a view to restraining the flow of credit used in the pur- 
chase of automobiles and other goods, in order to resist 
inflationary pressures. Similar discussions with the stock 
exchanges in September resulted in an agreement to 
prevent loans used in the purchase of stocks from rising 
above a certain level. 
Source: The Globe and Mail, Toronto, Canada, Octo- 
ber 13, 1956. 


Latin America 


Brazil's Economic Development Program 


The total cost of the Brazilian Government economic 
development program for the five-year period 1956-60 
is estimated at the equivalent of US$2,810 million, of 
which $1,240 million will be in foreign currency, largely 
to cover imports of equipment. [he program proposes 
raising Brazil's electric power capacity to a total of 5.1 
million kilowatts by adding 2.3 million kilowatts through 
new hydroelectri powel plants. The Development Coun- 
cil estimates the cost of this project at $802 million. 
Investment in the oil industry is estimated at $719 million 
for the expansion of domestic production and the refining 
and transport of oil, in order to increase Brazil’s oil 
output to 15 times the present level. In the railway sector, 
some $400 million will be invested in order to improve 
the railway system and to add another 1,500 kilometers 
of tracks 


development of air, 


Expenditures on other projects, such as the 
road, and water transport and in- 
creased output of coal, steel, minerals, paper, chemicals, 
ind cement, is estimated at $919 million. 

Vew York Herald Tribune, Supplement on Bra- 


zil. Paris, France. October 1956. 


Source 


Argentine-Paraguayan Payments Agreement 


Representatives of the Governments of Paraguay and 
Argentina signed on October 9 a commercial and pay- 
ments agreement which supersedes the treaty of economic 
union entered into by both countries on August 14, 1953. 
The new agreement involves an interchange amounting 


to the equivalent of US$40 million. Both countries agree 


to take the measures necessary to keep the interchange at 
the highest possible level and to ensure that the prices of 
commodities traded will be at a par with international 
market prices. A joint commission is established to 
follow up the implementation of the agreement and to 
propose measures for increasing and diversifying trade 
hetween the countries 

Payments will be effected in U.S. dollars (Argentine- 
Paraguayan agreement) through an account that the 
Central Bank of Argentina will open in the name of the 
Central Bank of Paraguay. which will act as the repre- 


sentative of the Paraguayan Government. Through that 
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account, all payments related to commodities, freight, 
insurance, and incidentals to trade will be effected. A 
swing of US$3 million (Argentine-Paraguayan agree- 
ment) is also provided. The agreement contains some 
commercial clauses which state that Argentina will export 
annually 70.000 tons of wheat, manufactured products, 
and, in general, foodstuffs to Paraguay. and that Para- 
guay will ship lumber. yerba maté, coconut oil and 
other vegetable oils. and some articles of Paraguayan 
manufacture. 
Source: La Nacion, Buenos Aires, Argentina. October 10, 
1956. 


Italian Credits to Argentina 


An officer of the Ministry of Foreign Affairs in Rome 
has announced that Italy has offered to grant a credit 
equivalent to US$200 million to Argentina for the 
acquisition of machinery and other goods. The credit 
will be for a period of ten years and will carry interest 
of 315 per cent per annum. 

Italy also agreed to consolidate the present commercial 
debt of Argentina, amounting to US$125 million. That 
debt will be repaid in ten vears. with interest at 31, 
per cent. 
Source: La Nacion, Buenos Aires, Argentina, October 7. 
1956. 


Other Countries 
Australian Trade 


Australia had a trade deficit of £A 2 million in the 
quarter ended September 30, compared with a deficit of 
£A 10 million in the September quarter of 1955. 

In September of this year. there was a trade surplus 
of £A 8 million. against a deficit of £A 21 million in 
September 1955. Imports were only £A 54 million. the 
lowest import figure for more than a year: import restri: 
tions had been tightened in April and October 1955, and 
again on July 1, 1956. Exports in September were valued 
at £A 62 million, a gain of £A 8 million over the Septem- 
ber 1955 figure. 
Source: 


The Financial Times, London, England, Octo 
ber 6, 1956. 


Financial Assistance for Gold Coast Gold Mines 


The Prime Minister of the Gold Coast has announced 
that financial assistance will be given to four gold mines, 
to enable them to remain open. The annual production 
of these mines is some 300,000 fine ounces, worth £3.75 
million. (The value of the total gold production of the 
Gold Coast averaged £9 million per year in the period 
1952-55.) The Government believes that. while some 
increase in wage rates is justified. the four mines would 
have difficulty in meeting the cost of any wage increase. 


If anv of these mines were forced to close, it is unlikely 
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that it would ever be an economic proposition to reopen 
them. Also, great hardship would be caused if the mines 
were closed, since they employ 11,000 men and pay nearly 
£1 million in wages each year. 

There had been two suggestions for assistance: (1) 
extending loans to the mines for specific development 
programs, and (2) making a government grant to meet 
part of the social service provided by the mining com- 
panies. Since the Chamber of Mines had been unable 
to accept the first proposal, it was informed that the 
Government would be prepared to give an annual grant 
of £100,000 to the Chamber for two years toward the 
cost of social services in the four mines. This grant has 
been made on condition “that the medical facilities pro- 
vided by the mining companies would be made more 
readily available to the general public in the area and 
that every effort would be made by the companies to 
ensure that harmonious relations are maintained between 
themselves and the public.” 

The Chamber of Mines is reported to have stated that 
the government grant will cover the cost of the wage 
increases to the companies benefiting from the grant. 

Following a labor strike which lasted from November 20, 
1955 to the end of February 1956, a new wage agreement 
was concluded which provided for increases of between 
10 per cent and 12.5 per cent in wages paid to African 
miners. compared with the 15 per cent which they had 
req rested.) The Chamber of Mines is also reported to 
have stated that the Government has agreed to replace 
the present minerals duty by a form of tax which will be 
eligible for double taxation relief in the United Kingdom. 


‘his measure would benef ie whole mining industry 
rl ld | fit tl hol lust 


in the Gold Coast and would be brought into effect by 
early legislation. It is pointed out that the revenue which 
will suffer from the contemplated change in the method 
of gold mining taxation is the revenue of the United 
Kingdom and not that of the Gold Coast. 

The Financial Times, September 8, 1956, and 
West Africa, September 8 and 15, 1956, London, 


England. 
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